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Field of the Invention 

[0001] The present invention relates generally to a system and method for performing 
financial transactions with cards and more particularly relates to a system and method for 
performing financial transactions with cards using a pre-authorized credit balance. 
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Background of the Invention 

[0002] With the advancement of the computer industry, the use of payment cards, such as 
debit cards, credit cards and smart cards, has become the preferred method of transacting 
business. Using such payment cards simplifies the purchase of goods and/or services by 
avoiding the necessity of using hard currency for such transactions. Facilitating the use of 
these payment cards are electronic payment or card accepting terminals, such as credit card 
reading terminals. 

[0003] Nonetheless, today in many markets a substantial portion of the population does not 
have a payment card or even a bank account. In some cases this is due to potential account 
holders' lack of credit history, exceeding risk profiles or simply a lack of transportation to 
bank branches. This un-banked or under-banked segment has the possibility to be converted 
into low risk accounts and grown over time into a profitable cardholder base. 

[0004] In recent years, an electronic wallet system has been suggested in which a monetary 
amount can be exchanged by communication between integrated circuit ("IC") cards or 
between an IC card and a point of sale ("POS") terminal. The IC card used for this system 
includes a microprocessor having a communication function and a memory such as 
electrically erasable programmable read-only memory ("EEPROM") for storing a processing 
program, such as the MONDEX™ electronic cash application developed by Mondex 
International, Ltd. The processing program is capable of configuring the IC card to function 
as a credit card, a debit card or an electronic cash card. 
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[0005] If configured to function as a cash card, the IC card can be used for offline 
commercial transactions of merchandises, commodities and the like, and to allow 
information or data representing a monetary amount to be stored in a memory incorporated in 
the IC card. However, when the IC card runs out of electronic cash, the cardholder must 
deposit additional cash onto the IC card using a specialized terminal. Generally, if 
configured as a credit card or a debit card, information of the monetary amount involved in 
the transaction is transferred to the POS which controls the initiation of an authorization 
request for eventual authorization or denial from a payment card issuing agency. Whether 
the IC card is configured as a credit card or a debit card, the cardholder generally has a credit 
account or a bank account, respectively, known by the issuing agency. 

[0006] By examining the limitations of the current POS payment solutions and analyzing the 
likely future demands, it is preferable to provide a more flexible, configurable and 
controllable method for enabling a certain portion of the population having a bad credit 
history or no bank account to utilize an IC card payment system. 

| 

DETAILED DESCRIPTION OF THE INVENTION 
[0007] In accordance with the system of the present invention, a consumer can use a 
transaction card to make purchases at a point of sale ("POS") terminal using a pre-authorized 
balance. The system includes a transaction card, an issuing entity and at least one POS 
terminal. It may also include a personal computer, and a personal digital assistant. Each of 
the at least one POS terminals has a processor, interface hardware, and interface software 
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configured to interact with the transaction card. If not embedded in the interface hardware, 
the POS terminal may have a separate card reader. Also part of the system are external 
networks such as those belonging to the telephone industry which can convey financial and 
banking information. The present invention facilitates the purchase of goods and services at 
a POS terminal without using paper currency by utilizing a pre-authorized balance stored on 
the card that can be replenished online as specified below. 

[0008] The transaction card is preferably an integrated circuit ("IC") card (also called a 
"smart card"), which is typically the size of a conventional credit card, but which contains a 
microprocessor and memory. The card can be used to perform financial transactions in 
various modes. In the preferred embodiment, the IC card can perform credit, debit, pre- 
authorized balance or electronic cash card functions, or a combination of the four, that allow 
a cardholder to make purchases. Transaction data can also be recorded on the card. 

[0009] The following specifications provide further information describing the system of the 
present invention. 
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